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Abstract 
Micro-finance has received a global recognition today not only as a powerful instrument for poverty reduction and 
empowerment of women, but also as a promising sector of financing for the banks, financial organizations and 
NGOs. The Grameen Bank and ASA in Bangladesh have developed a successful model of reaching credit to poor 
households that are generally bypassed by Government financial institutions. The present study aims to find out the 
comparison of the microfinance program between the Grameen Bank and ASA in Bangladesh. This research is 
conducted on the three Upazilas of Comilla District in Bangladesh. We have used survey method to analysis the real 
scenario of microfinance system of Grameen Bank and ASA from the field level beneficiaries and the officials as 
well. Secondary data also used in this study. This paper includes the observations, general overview and key 
indicators of microfinance services in Bangladesh. This paper also shows problems of microfinance and suggests 
some recommendations for the improvement of micro-finance in Bangladesh.  
 Keywords: Grameen Bank (GB), ASA, Microfinance, Microfinance Institutions (MFIs), Poverty, Focused Group 
Discussion (FGD). 
1. Introduction 
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 Over the last decade, significant qualitative improvements in human conditions have been documented around the 
world. However, despite such progress, the fight against poverty remains one of the main challenges of today's 
global economy (Midgley, 1995; World Development Report [WDR], 2000/2001). Microfinance is relatively a new 
innovation in the age-old banking industry. With the untiring efforts of microfinance practitioner especially by 
Muhammad Yunus (Winner of Nobel peace prize-2006) for over 30 years in developing country. Microfinance has 
received a global recognition today not only as a powerful instrument for poverty reduction and empowerment of 
women, but also as a promising sector of financing for the banks, financial organizations and NGOs. Countries with 
sound microfinance system have succeeded in reducing poverty and improving socio-economic conditions of 
women significantly. MDG calls for reducing world poverty in all its forms by the year 2015 with significant 
improvement in education, gender equality, health care and overcoming hunger and environmental degradation 
through microfinance intervention. In the process of observations we visited Grameen Bank (rural branch, center 
meeting, group and individual) and interacted and received valuable insight about the World famous “Grameen 
Bank”. This article gives an overview and comparative analysis of the research findings on this issue. More 
specifically, it deals with the impact of Grameen Bank and ASA on the economic and social situation of the poor. 
This topic has been discussed in many studies. Most studies focus on the results and impact of micro credit 
institutions at the level of the individuals concerned (the members, clients, or customers), their immediate 
environment (the household or the village), or their region or district. Very few studies compare their findings with 
those gathered by others.  This article gives a comparative overview of the most relevant findings. The wider impact 
of these micro-credit institutions on society at large has been subject to some debate, but so far no comprehensive 
research has been done on this matter. We nevertheless present some of the existing findings that give us an idea of 
what might be the effect of micro-credit institutions on society. 
2. Objectives of the Study 
The overall objective of this research is to find out the comparison of the microfinance program between the 
Grameen Bank and ASA in Bangladesh which is play the vital role as the engine of growth in our economic 
development efforts. To that end, the specific objectives are: 
 
 Examine and highlight differences in socioeconomic status among the target groups. 
 Identify the factors influencing membership and depth of participation in Grameen Bank and ASA. 
 To suggest what components should be incorporated with the Microfinance program that will reduce the 
risk of being vulnerable to poor.  
3. Rationale of the Study 
Microfinance is an important tool to fight against the poverty, Grameen Bank and ASA are operating microfinance 
program in both rural and urban area to reduce poverty, and actually they are the development partner of the 
development of Bangladesh. The extent to which they are performing their microfinance program to reduce extreme 
poverty is the burning question to development academicians and beneficiaries; in the same manner it is very much 
rational to study the theoretical framework and real condition of Grameen Bank and ASA’s microfinance program. 
4. Research Methodology 
We have used survey method to analysis the real scenario of microfinance system of Grameen Bank and ASA from 
the field level beneficiaries and the officials as well. After collecting data we also used content analysis as a tool for 
our research study to make more specification of the collected information. Secondary data also used in this study.  
Here we used journals, articles, previous literature about such study, specially the research papers of Grameen Bank 
and ASA. Then we set an attempt to Focused Group Discussion (FGD). 
5. Study Area 
This research is conducted on the three Upazilas in Comilla District. The Upazilas are Sadar South Upazila, 
Chauddagram Upazila and Chandina Upazila. The study areas are selected randomly because of the availability of 
information from the respondents. Here majority percent people are the beneficiary from these NGOs.  
  
Name of the Upazilas Population Ratio of 
    Male      and       Female 
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Sadar South Upazila 1 35 313 53.47% 46.53% 
Chauddagram Upazila 3 32 055 49.83% 50.17% 
Chandina Upazila 2 69 878 50.18% 49.82% 
 
6. Literature Review 
Microfinance is the provision of broad range of financial service such as deposits, loans, payments, money transfers 
and insurance to the low income households and their micro enterprises to break out of their impoverishment (Lazer, 
2008).Poverty as per international definitions is either defined as number of people living under one dollar per day 
or people who can only take less than 2550 calories per day (adult) (Alam, 2005, Gohar, 2000). Micro-finance first 
is of “protectional” type for core poor and then “promotional” (Fawzi, 1999). Khandker (1998) noted that woman 
borrowers become the victim of micro-credit. They fall into vicious cycle of loan burden. They cannot come out of 
that cycle. Microcredit provision can facilitate the establishment and growth of microenterprises and thereby 
securing social empowerment of the poor (Johnson & Rogaly, 1997). Microenterprises have long been associated 
with attempts aimed at providing poor persons with an opportunity for financial self-sufficiency and social 
empowerment (Mayoux, 2001; Sankaran, 2005; French, 2008; Sanyang & Huang, 2008). Microfinance is 
considered one of the most effective tools in poverty reduction. Poverty-focused microfinance is designed to be pro-
poor i.e. without material collateral or threat of legal action. Small loans with avenue for subsequent loan cycles 
allowed the poor to capitalize on their income generating survival skills and generate self-employment in the 
process. It started spreading in the early eighties and emerged as an industry. MFIs can be a financially viable 
(Otero, 2002) and it is a viable economic tool for the poor (Yunus, 1998).One element of an effective strategy for 
poverty alleviation is to promote the productive use of the Poor’s labor. This can be done by creating opportunities 
for wage employment, by raising agricultural productivity among small and marginal farmers, and by increasing 
opportunities for self-employment (Salehuddin, 2007).With the increasing number of collateral free micro credit 
disbursement by MFIs, some Nationalized Commercial Banks, and Specialized Banks have been encouraged to 
provide a considerable amount of their rural credit to the poor without security. However, the amount is much less 
compared to the deposit mobilization from the rural sector of the country (Haque, 2002). Therefore, the study 
concluded that if poverty is to be eradicated, ‘microfinance’ should absolutely focus on the very poor. 
 
7. Definition of the key Concepts 
7.1 Microfinance 
Microfinance is an economic development approach that involves providing financial services, through institutions, 
to low-income clients, where the market fails to provide appropriate services. The services provided by the 
Microfinance Institutions (MFIs) include credit saving and insurance services. Many microfinance institutions also 
provide social intermediation services such as training and education, organizational support, health and skills in line 
with their development objectives. 
 
7.2 Micro-credit 
It is a component of microfinance and is the extension of small loans to entrepreneurs, who are too poor to qualify 
for traditional bank loans. Especially in developing countries, micro-credit enables very poor people to engage in 
self-employment projects that generate income, thus allowing them to improve the standard of living for themselves 
and their families. 
7.3 Micro finance Institutions (MFIs) 
A microfinance institution is an organization, engaged in extending micro credit loans and other financial services to 
poor borrowers for income generating and self-employment activities. An MFI is usually not a part of the formal 
banking industry or government. It is usually referred to as a NGO (Non-Government Organization). 
7.4 Poverty 
Poverty is a condition in which a person of community is deprived of the basic essentials and necessities for a 
minimum standard of living. Since poverty is understood in many senses, the basic essentials may be material 
resources such as food, safe drinking water and shelter, or they may be social resources such as access to 
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information, education, health care, social status, political power, or the opportunity to develop meaningful 
connections with other people in society. 
7.5 Sample and Analysis 
The survey research collected data from 100 loan recipients in each targeted areas 50 men and 50 women. The 
sample size was determined by two criteria: to have sufficient numbers of cases for an accurate analysis and to be 
feasible to complete the research with the sources available. This study is focusing on the questionnaire designed 
specifically for the Microfinance beneficiaries of the Grameen Bank and ASA of all loan recipients from both areas 
are examined. There is no control group in this research because of the lack of data on population having access to 
loans from other microfinance institutions. Data were analyzed in simple way for understanding. All analyses are 
performed separately in the three regions and examine differences among the most popular MFIs in Bangladesh.  
8. The Evolution of Microfinance Program in Bangladesh 
Providing credit is one way of enabling the poor to acquire assets and become productive. Targeted credit programs 
for the poor were first tried in 1976, when Muhammad Yunus, a Bangladeshi economics professor, introduced an 
experimental project to test whether the poor were creditworthy and whether credit could be provided without 
physical collateral. With the help of some Bangladeshi banks, Yunus conducted an innovative experiment 
emphasizing group delivery of credit and exploring what constituted a manageable group size for effective financial 
intermediation. The central bank of Bangladesh later facilitated Yunus’ work by arranging for funding from the 
International Fund for Agricultural Development (IFAD). In Yunus’ experiment, group collateral was substituted for 
physical collateral. The group guarantee to repay individual loans became the hallmark of micro-lending. Using the 
mechanism, poor people with no physical collateral were able to form groups to gain access to institutional credit. 
The mechanism also allowed credit to reach the poor, especially poor women. The central premise of this targeted 
credit approach is that lack of access to credit is the greatest constraint on the economic advancement of the rural 
poor. Yunus believes that with appropriate support, the poor can be productively employed in income-generating 
activities, including processing and manufacturing, transport, storage and marketing of agricultural products, and 
poultry and livestock rising. After almost seven years of experimentation with a variety of group-based mechanisms, 
his idea took shape as a bank with its own charter. With the government holding about 90 percent of the shares in 
paid-up capital, Grameen Bank was established in 1983 to work exclusively with poor, defined as individuals 
owning less than half an acre of land. Where Grameen Bank believes that the most immediate need of the poor is 
credit to create and expand self-employment opportunities, the Bangladesh Rural Advancement committee (BRAC) 
believes that the poor need skills development and other organizational inputs. BRAC was established in 1972 as a 
charitable organization to help resettle households displaced during the 1971 Independence War. BRAC soon 
realized that relief simply maintained the status quo; it was inadequate to alleviate poverty. BRAC’s relief 
experience helped it understand the causes of rural poverty and develop a framework for poverty alleviation. Over 
time BRAC and Grameen Bank have learned from one another. BRAC has learned that credit must be provided 
along with skills development training; Grameen Bank has realized that credit alone is not enough, that the poor 
need social development and organizational inputs to become more disciplined and productive. BRAC continues to 
provide skills training and other inputs before disbursing credit, however, while Grameen Bank continues to 
disburse credit before providing social development and organizational inputs. Following the examples of Grameen 
Bank and BRAC, the government of Bangladesh introduced a group-based targeted credit approach based on the 
Comilla model of two-tier cooperatives. The Comilla model rural development was designed and implemented by 
Akhter Hamid Khan in the 1960s at the Academy for Rural Development in Comilla, Bangladesh. The idea involves 
organizing farmers into cooperative societies in order to distribute modern inputs, such as high-yielding crop 
varieties, fertilizer, pesticides, irrigation, and subsidized credit. The organizational approach, which established 
primary farmers’ cooperative societies that were federated into central cooperative societies at the thana (a thana is 
the administrative center for a number of villages) level, was found to be effective in reaching farmers. Following 
Bangladesh’s independence in 1971, the government adopted the Comilla model as the basis for the national 
development. This strategy led to the creation of two-tier cooperative system. The Comilla model was adopted 
throughout the nation as part of the Integrated Rural Development Program (IRDP). The Bangladesh Rural 
Development Board (BRDB), a semiautonomous government agency under the Ministry of Local Government, 
Rural Development and Cooperatives, was established in 1982 to replace the IRDP. Like the IRDP, it was based on 
two-tier cooperatives, but it employed credit as the main input and included a component that specifically targeted 
the rural poor. The BRDB experimented with a number of projects to increase income and employment 
opportunities for the rural poor by setting up a separate system of primary cooperatives. The eligible poor depend on 
42 
 
manual labor as their main source of income. These cooperatives provided members with skills development, 
training in group leadership and management, and access to credit. Saving mobilization was also part of the 
program. With funds from Canadian International Development Agency, this program was strengthened in 1988 and 
renamed the Rural Development Project-12 (RD-12).  
9. Characteristics of Micro-finance 
Microfinance, in simple terms, can be described as small loans offered to poor households to foster self-employment 
and income generations. The loans largely go to rural landless, disadvantaged women and marginal farmers who 
depend largely on selling their labor. The terminology of micro credit has undergone a change in recent time. 
Practitioners in many countries call it microfinance for its wider dimension. Micro finance generally involves the 
following features: 
 
 Little amounts of loans and savings. 
 Short- terms loan (usually up to the term of one year). 
 Payment schedules attribute frequent installments (or frequent deposits). 
 Installments made up from both principal and interest, which amortized in course of time. 
 Higher interest rates on credit (higher than commercial bank rates but lower than loan-shark rates), which 
reflect the labor-intensive work associated with making small loans and allowing the microfinance 
intermediary to become sustainable over time. 
 Easy entrance to the microfinance intermediary saves the time and money of the client and permits the 
intermediary to have a better idea about the clients’ financial and social status. 
 Short processing periods (between the completion of the application and the disbursement of the loan). The 
clients who pay on time become eligible for repeat loans with higher amounts. 
 The use of tapered interest rates (decreasing interest rates over several loan cycles) as an incentive to repay 
on time. Large size loans are less costly to the MFI, so some lenders provide large size loans on relatively 
lower rates. 
 No collateral is required contrary to formal banking practices. Instead of collateral, microfinance 
intermediaries use alternative methods, like, the assessments of clients’ repayment potential by running 
cash flow analyses, which is based on the stream of cash flows, generated by the activities for which loans 
are taken. 
Around 60 million people in Bangladesh, nearly half of the country’s population, live below the poverty line. But 
the poor did not practically have any access to institutional credit, primarily because they are not considered credit 
worthy. So they could not borrow from the banks or other financial institutions. The informal money market 
including the traditional moneylenders provides loans but charge exorbitant rate of interest. Micro finance thus 
found a space to operate for the poor. 
 
 
10. An Overview of Grameen Bank and ASA 
The roots of Grameen Bank and ASA are going back to the early 1970s, when, after the independence of 
Bangladesh from Pakistan, a huge influx of refugees caused a severe famine. It is in this context that Grameen Bank 
and ASA started their programs. 
10.1 ASA Bangladesh 
ASA has emerged as one of the largest and most efficient Microfinance Institution (MFI) in the world and has been 
working relentlessly to assist the poor since its inception in 1978. The major drive behind ASA is to gradually 
eradicate poverty from society. During its early years, ASA undertook various development programs like 
awareness building for social action, training local birth attendants, capacity building of journalists, etc. In the mid-
80's it introduced new programs working in the sector of health and nutrition, education, sanitation, etc. It was at this 
stage that ASA introduced microcredit as a pilot project. 
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From its hands on experience in the field, and by evaluating the impact of development assistance, ASA realized 
that financial solvency, to a great extent, is what the poor need to bringing positive changes in their lives. In 1992, 
this paradigm shift led ASA to focus solely on microfinance as its tool in fighting poverty. ASA wanted to evolve its 
operations to become self-reliant and move away from depending on donor funding and grants - ASA's 
Microfinance Model gradually transformed itself to become the globally renowned "ASA Cost–effective and 
Sustainable Microfinance Model." Following this model, ASA became self-sustainable within a short span of time 
and the organization declared itself a "donor free MFI" in 2001. This model, that has been practiced and perfected in 
the field by ASA, has proved effective in making a branch self-reliant within 12 months. Any MFI that adopts this 
model for operations becomes sustainable within the shortest possible time. It has been adopted by many MFIs 
around the world to get result within the shortest possible time. As of December 2009, ASA has successfully 
extended its outreach in Bangladesh through 3,236 branches and its 24,021 staff work relentlessly to serve more than 
5.50 million clients. Up to December 2005, ASA's Cumulative Loan Disbursement was Taka 148,197 million. 
Loans outstanding Taka 19,379 million among 4.18 million borrowers. At the end of 2005 ASA's Operational Self 
Sufficiency (OSS) is 275.24%, Financial Self-sufficiency 169.73% and rate of loan recovery 99.88%. Upto 2005 
ASA operation expanded over 2,291 branches under 64 administrative areas all over in Bangladesh. ASA continues 
to perfect the role of financial intermediation by developing a variety of savings products that are quite successful at 
generating the necessary funds from local sources. ASA now offers customers liquid, semi-liquid and high return 
savings options that have attracted around Taka 3,036 millions. ASA plans for 2006 to reach 2.741 Branches, 6.01 
million borrowers with loan disbursement of Tk 45,183 and 6.88 million savings accounts by the year 2006 in 
Bangladesh alone, but also committed to sharing its successes in other countries. ASA is currently involved in 
several countries world-wide providing ASA experts to develop financial sectors elsewhere that are inclusive of low 
income groups. It will surely not be long before skeptics are convinced that a financial sector providing high quality 
products to all is achievable. 
 
10.1.1 Microfinance Programs of ASA, at a Glance 
Inception of Microfinance program  1978 
Program coverage 64 District 
Total number of Branch Offices  2,291 
Total number of village organizations  178,904 
Outstanding Borrowers  4.18 millions  
Cumulative amount Disbursement  33,082 million Tk.  
Average Loan size  7.129 Tk.  
Figure: ASA Annual Report 2005 
The main micro-credit program of ASA is divided in some categories which are given bellow: 
Small Loan (women): 
Seventy one (71%) percent of ASA's microcredit clients are women, most of these members are landless. At the 
initial stage rural women are given credit amounting to 70-110 US dollar and urban women, 150-310 US dollar. The 
income generating projects where the women generally invest the credit money are; cattle and poultry rearing, paddy 
husking, handicrafts, pisciculture, small trading etc. The tenure of this credit is one year, repayable in weekly 
installment. Because of its being encumbrance free and easy availability women feel comfortable with this credit. 
Till June 2008, the number of ASA's micro credit (women) customers was 45 lakh.  
Small Loan (men):  
To increase agro production through helping marginal farmers ASA started male loan program in 2005. The 
installment system for this has been fixed according to the ability and convenience of poor men members. Many 
poor farmers in Bangladesh cannot purchase necessary agriculture implements for want of money. This credit was 
introduced with a view to helping farmers in purchasing necessary agriculture implements in time and cooperating 
in country's overall increase of agricultural produce. Amount of this credit is 30 to 50 US dollar.  
Small Business Loan:  
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Small Business Loan was introduced with two objectives in view. One creates employment opportunity for the hard 
core poor, two providing fund to small traders on necessity. ASA's Small Business Loan is provided to such women 
and men as having business but unable to extend it for want of necessary fund and who are capable of medium size 
capital managements. The amount of this credit is 250-350 US dollar. Group guarantee is not necessary for this 
credit and one need not come to office to pay installments.  
Small Entrepreneurs Lending (SEL):  
ASA introduced medium size small Entrepreneurs loan (SEL) in 2003. This credit was introduced with a view to 
creating employment opportunities for the hard core poor at small manufacturing units. To extend this program 
successful micro credit receivers are brought under it and new members are included.  
Supplementary Loan (BDS):  
Because of seasonal poverty and sudden crisis many members cannot repay loan despite willingness. Specially, 
natural disasters like flood, drought, cyclone, river erosion etc. deter normal working of the members and their 
income being blocked they become unable to pay installments. With a view to bringing back such members again in 
the credit program the BDS was introduced. The member of BDS members till April 2008 was 6500.  
Hardcore Poor Loan:  
ASA introduced hard core poor credit program for the extremely poor people. Installment system for this credit is 
flexible. Members can repay this loan on monthly, quarterly, half-yearly and at a time basis according to their 
convenience and ability. The rate of interest for hard core poor loan is 10%. The main objective of ASA's 
microcredit program is improving the economic condition of the poor and the deprived, gradually introducing them 
to develop mentality. To realize this objective ASA's microcredit program has been well arranged as supportive of 
the Poor’s development and welfare needs.  
Typical of both institutions are the provision of small loans to poor people who are deprived of access to credit 
offered by regular private banks. The cause of this problem, lack of material collateral, has been dealt with through 
the introduction of "social collateral." Grameen, BRAC and ASA give individual loans to villagers in group’s jointly 
liable for repayment. If any group member defaults, the entire group is punished (denied future loans). This group 
mechanism creates peer pressure and solidarity, which seems to work well in a society where social networks are 
often of vital importance. The repayment success rate has never dropped below 90 percent. In recent years, impact 
assessment of programs has gained momentum. Aid donors in particular want to make sure that their money is well 
spent. Nevertheless, measuring impact remains a controversial issue. It is difficult, as well as costly, and the results 
are susceptible to various interpretations, depending on how concepts are defined. This may result in contradictions 
and discrepancies among findings on microfinance programs. The contradictory results in microfinance literature are 
discussed below. Research results of optimists are confronted with those of more cautious writers who are skeptical 
of such optimism. We also try to clarify another controversy: whether or not microfinance programs manage to 
reach the "bottom poor." 
10.2 Grameen Bank 
Grameen Bank, on the other hand, started from a rather "minimalist" philosophy in which microcredit is considered 
to be the main tool for combating poverty. Through the years, Grameen Bank has added training and education to its 
program, but its approach is still not as comprehensive as that of BRAC. By a Bangladeshi government ordinance on 
October 2, 1983, the project was transformed into an independent bank. After this establishment, the bank started 
experiencing tremendous demand from foreigners around the world, who wanted to learn further about the 
operations of Grameen Bank, as well as meet with its staff and clientele. Due to overwhelming requests from 
abroad, Grameen Bank’s Head Office created the “training program” for internationals. Initially, this training 
program was designed for foreigners interested in conducting research about the operations of the bank and the 
impact of micro lending on the poor, as well for policy makers from around the world. In 1987, the Managing 
Director officially inaugurated the establishment of the Grameen Bank Training Program. As the success of 
Grameen’s Micro-credit model increased on the global platform, curiosity and demand for this new approach 
extended beyond the research and policy frameworks. To meet the growing learning needs of the global community, 
Grameen Bank established the International Program Department. The Bank today continues to expand across the 
nation and still provides small loans to the rural poor. By 2006, Grameen Bank branches numbered over 2,100.Its 
success has inspired similar projects in more than 40 countries around the world and has made World Bank to take 
an initiative to finance Grameen-type schemes. 
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10.2.1 Microfinance Programs of Grameen bank, at a Glance 
Number of members 55 79 399 
Percentage of Women members 96% 
Number of Centers 99 502 
Number of Village covered  59 912 
Number of Branches  1 735 
Number of Zones  21 
Cumulative amount Disbursed since Inception  2 56 49 740 million Tk.  
Amount of Loan outstanding  27 97 031 million Tk 
Portfolio Growth Rate  39.66%  
Figure: Grameen Bank annual report 2005 
The bank gets its funding from different sources, and the main contributors have shifted over time. In the initial 
years, donor agencies used to provide the bulk of capital at very cheap rates. In the mid-1990s, the bank started to 
get most of its funding from the central bank of Bangladesh. More recently, Grameen has started bond sales as a 
source of finance. The bonds are implicitly subsidized as they are guaranteed by the Government of Bangladesh and 
still they are sold above the bank rate. 
10.2.2 Basic features of micro-credit program are  
 Existing rules of Grameen Bank do not apply to beggar members; they make up their own rules. 
 All loans are interest-free. Loans can be for very long term, to make repayment installments very small. For 
example, for a loan to buy a quilt or a mosquito-net, or an umbrella, many borrowers are paying Tk 2.00 
(3.4 cents US) per week. 
 Beggar members are covered under life insurance and loan insurance programmes without paying any cost. 
Groups and canters are encouraged to become patrons of the beggar members. 
 Members are not required to give up begging, but are encouraged to take up an additional income-
generating activity like selling popular consumer items door to door, or at the place of begging. 
10.2.3 Micro-enterprise Loans 
Many borrowers are moving ahead in businesses faster than others for many favorable reasons, such as, proximity to 
the market, presence of experienced male members in the family, etc. Grameen Bank provides larger loans, called 
micro-enterprise loans, for these fast moving members. There is no restriction on the loan size. So far 2,785262 
members took micro-enterprise loans. A total of Tk 76.70 billion (US$ 1136.80 million) has been disbursed under 
this category of loans. Average loan size is Tk 27,539 (US $ 395.27), maximum loan taken so far is Tk 1.6 million 
(US $ 23,209). This was used in purchasing a truck which is operated by the husband of the borrower. Power-tiller, 
irrigation pump, transport vehicle, and river-craft for transportation and fishing are popular items for micro-
enterprise loans. Grameen Bank has 2,565 branches. It works in 81,373 villages. Total staff is 22,249 and the 
number of total borrowers is 8.33 million, 97 per cent of them are women. 
 
11. Analysis of Micro-credit Programs in Bangladesh: A comparative Study 
11.1 Features of Micro-credit programs 
The following table shows the features of Grameen Bank and ASA.  All of the micro-credit programs under study 
have separate programs for men and women, in accordance with the socio cultural norm of Bangladesh. 
Membership is strictly limited to people who own less than half acre of land, are not members of the same 
household as another program member, have similar economic resources, and live in the same village. Experience 
shows that the spatial and social cohesiveness developed among individuals of the same gender, residing in the same 
village, and having similar economic backgrounds are important factors in the smooth functioning of these groups. 
(Insert Table-01) 
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The five-member group is the central unit of Grameen Bank. The village organizations are the central pillar of ASA. 
But because the village organizations are difficult to manage, at least for credit delivery and repayment, ASA 
introduced solidarity groups of five to seven people within the village organizations to monitor group performance.  
In all three programs, groups hold weekly meetings in the presence of a group organizer to review the group’s 
performance and deposit their weekly savings. They also learn, practice, and discuss the rules of the program and 
other group activities. Weekly loan installments are also repaid at these meetings. Each group elects a leader, who is 
responsible for the discipline of the group members. All members have the chance to lead their groups. The leader of 
the group initiates loan proposals at the monthly center or village organization meeting. A community leader is 
elected to manage the centers, village organizations, or cooperative societies and is responsible for reviewing loan 
applications, monitoring loans, and performing other non-economic service. 
11.2 Age limit and Profession 
The NGOs target people are mainly the energetic people and specially the women.  The three NGOs prefer the 
women most because of the availability of them. The age range of 20-40 is the ideal age for giving the loans but in 
this age range only female members have the priority to get the loan because of their socio-economic condition. But 
in the old age, the scenario is totally different, the NGOs first priorities goes to the male members for their earning 
capabilities in lieu of the old women members. On the other side, ASA has few male members but not in satisfactory 
level. To identify the view of the beneficiaries we have placed 21 questions to them. Each question holds different 
view. These data reflect the following view of the respondent (beneficiaries) according to the question. 
(Insert Table-02) 
11.3 Causes of micro-loans 
The causes of loans are very much positive. The poor people can get easy access of financial support to take 
initiative to come out from the poverty situation. The poor people took the loans for their financial solvency. 
Because of the poor economic situation maximum women member in the responding area’s taken loans for buying 
domestic animals which can help their economic stability. On the other hand, maximum men members start a small 
scale of business in local areas. Its very positive scenery that we find out, maximum members doesn’t utilize their 
loans for their personal interest. Few of the respondent found that they were used the loans in family purposes. The 
NGOs official firstly give the advice how to utilize the money of the loans and then given the loans to the members. 
The NGOs given the priorities to their women members because of the availabilities and awareness.   
(Insert Table-03) 
11.4 Advantages from Loans 
The micro-finance loan helps the poor people to eradicate their poverty. This is very much effective for the poor 
people as they opined. Maximum respondents said that the loan helps them to improve their economic condition by 
various income generation activities. They can use the loans not only for in income generation but also to educate 
their children by the education loan. The members of GB both men and women utilize the loan in various income 
generation activities. ASA gives the loans and with advice to the members how to gain economic solvency. 
(Insert Table-04) 
11.5 Improvement of situation 
They narrated that they are meeting their daily needs minimally which was not before. The most remarkable 
improvement is that now they are saving in this program. All the members of ASA and GB have some positive 
change by the micro-loans. By the using of this loan maximum member improve their situation by cultivating their 
land, buying domestic animals, started small scale business in their locality. The following are the area on which 
they have developed.  
(Insert Table-05) 
11.6 Conditions of loans 
The main condition of getting loans is to be a member. Without member and minimum level of saving are the 
preconditions by getting any loan. Group leader is the responsible person for getting and repay the loans. It is the 
common scenario in ASA and GB. But there is a negative side also that they can not tackle familial financial shocks 
such unexpected illness which leads to irregularities in repayment. In this case the ASA authority becomes cruel to 
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the borrower which is a humiliation. In this question (are there any conditions to get loans?) all respondents said the 
following conditions of the loan in the percentage narrated in the table. (Insert Table-06) 
11.7 Consultancy 
Consultancy facility is very much important to utilize the loan effectively. The women those who take loan are 
consulted to inspire their husband. The officials of GB and ASA are also given the consultancy advice to their 
member how to use their loans in productive sector for economic empowerment. The officials of ASA and GB do 
this job very effectively. The result of consultancy is very much positive in member’s life. In this study the answer 
was as follows- (Insert Table-07) 
11.8 Interest Rate:  
Most of the borrowers don’t know how much they have to pay as interest which is breaking of right to information. 
It’s a common picture of BRAC and GB. The actual rate of interest rate is 15%. The rate is measure on flat way. It 
can be criticized because of not measuring in decline way. As a result of flat rate the borrower have to pay more than 
declining rate. The answer of this question was as- (Insert Table-08) 
11.9 Problem in repayment Procedure 
Actually the borrowers can not earn money on reasonable amount in every week as a result sometimes can not 
handle the premium. The members claim that the interest rate and premium is very difficult and it is very difficult to 
them to repay the loan in week basis. The answer that the respondents are given following- (Insert Table-09) 
12. Recommendations of the respondents 
From the following table it is observed that the main recommendations are that the number of premium should be 
reduced as well as the rate of interest will be reduced. On the other hand the amount of loan should also be 
increased. The respondent said as- (Insert Table-10) 
13. Recommendation: 
By analyzing the data and the gained experience it can be summarized that the microfinance program of ASA and 
GB are playing a significant role to elevate poverty in the grass root level of poor society in Bangladesh. But in the 
operation of microfinance programs have some limitation also. To remove these limitations followings can be 
suggested. 
 
1. The condition of obligatory saving account to get the loans should be minimized. 
2. ASA should make such an environment in where the poor can feel comfortable to get loan. 
3. ASA and GB should reduce their service charge or they should measure the rate of service charge in 
decline method rather than flat method. 
4. Wider adoption of technology should be a major focus of future microfinance operators. Modern 
production technology and enterprise development can increase productivity and ensure better returns 
out of the credit investment. Technology development is costly, but it will ensure sustainability of 
microfinance programs. 
5. The incidence of membership overlaps and intense competition for resources among the NGOs are 
creating unhealthy atmosphere. It is also affecting the credit disciplines. NGOs have to consider this 
issue more seriously. The BRAC should be more alert towards transparency in operations and 
governance. 
6. Continuing search for customer-friendly products, innovations, and cost-effective operational 
strategies must be ongoing for greater impact and sustainability of microfinance programs. 
14. Concluding Remarks 
This article attempted to compare the impact of three microfinance programs on the economic welfare of poor 
people. We focused on mainly three most important microfinance programs in Bangladesh, namely ASA. Using 
similar program evaluation technique as in the above paper, we measured program impact of poor people’s 
economic welfare for these programs separately. We find that ASA outperforms and Grameen Bank significantly in 
all the three welfare measure that we have used. This result is interesting since Grameen Bank is known to be the 
premier microfinance programs. This study also tries to find the determinant of economic success of poor people’s 
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participating in these programs- separately for each program. These results provide more insights why ASA is more 
successful than other two microfinance programs. We find that all the important factors of production are more 
productive in ASA than in other programs. This finding helped us to conclude that the emphasis of ASA on human 
capital development and skill training has resulted in their superior performance compared to other microcredit 
programs operating in Bangladesh. 
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        Table: 01 Features of two Micro-credit programs 
Program feature 
 
Grameen Bank 
 
 
ASA 
Membership criteria Minimum landholding of half an 
acre of land. Only one member 
allowed per household  
Maximum landholding of half an acre 
of land. At least one household member 
must work for wages. One household 
member may earn daily wages. Since 
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1992 one allowed per thousand.  
Group features Five members from a group. Five 
to eight groups constitute a center. 
Separate groups for men and 
women. Weekly meetings of 
groups.  
30-40 members from village 
organizations. Village organizations are 
divided into solidarity groups for men 
and women Each men’s group has a 
counterpart women’s group. Weekly 
meeting of solidarity groups.    
Saving Mobilization Taka 01 per week. 5% of each loan 
goes to group fund. 0.5% of each 
loan used for group insurance.   
Taka 02 per week. 4% of each loan.  
Credit delivery 
mechanism  
No collateral but group liability. 50 
week installment of loan. Interest at 
the end of loan cycle. 20% interest 
for general loan, 8% for housing 
loan. Maximum loan Tk. 10,000. 
No collateral but group liability. 50 
week installment of loan. Interest at the 
end of loan cycle. 20% interest rate of 
production loans. Maximum loan Tk. 
10,000.  
Social Development  Training duration 15-30 days. 
Review of code of conduct at 
center meetings. Minimal skills 
based training.  
Training duration 3-6 months. Review 
of code of conduct at center meetings. 
Substantial skills based training. 
 
 
            Table 02: Age limit and Profession 
Age 
Limit 
BRAC ASA No. of 
Respondent 
% Gender  Profession 
20-30 2 1 3 3 %  
 
Male  
Rickshaw puller, Day 
Laborer, Small 
Business man,   
30-40 5 5 10 10 % 
40-50 10 7 17 17 % 
50-60 2 3 5 5 % 
20-30 6 8 14 14 %  
Female  
Housewife, Day 
Laborer, Small 
Business man,   
30-40 13 16 29 29 % 
40-50 10 7 17 17 % 
50-60 2 3 5 5 % 
Total 50 50 100 100%   
 
       
 
 
 
      Table 03: Causes of micro-loans 
Causes  
 
BRA
C 
ASA Responden
ts 
Number of 
Respondents 
% Total  
Responden
ts 
To enhance the agricultural 
activities such as buying cow, goat, 
agricultural tools and initiate 
10 10  
 
20 20 %  
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poultry firm.  
 
      Male 
 
 
 
         44 
To initiate a small business such as 
tea stall, cake shop. 
9 5 14 14 % 
To buy rickshaw and reaper auto-
rickshaw 
5 3 8 8 % 
To provide education facilities to 
their children 
0 0 0 0 % 
To get more financial sufficiency. 1 1 2 2 % 
To enhance the agricultural 
activities such as buying cow, goat, 
agricultural tools and initiate 
poultry firm. 
13 15  
 
 
 
    
 
 
   Female 
28 28 %  
 
 
 
        56 
To initiate a small business such as 
tea stall, cake shop. 
10 9 19 19 % 
To buy rickshaw and reaper auto-
rickshaw 
1 5 6 6 % 
To provide education facilities to 
their children 
1 2 3 3 % 
To get more financial sufficiency. 0 0 0 0% 
Total 50 50  100 100
% 
100 
      
     Table 04: Advantages from Loans 
Causes  
 
BRAC ASA Respondents Number of 
Respondents 
    % Total  
Respondents 
Cow, goat, have been bought 
which enhance their income 
through agricultural activities. 
10 9  
 
 
 
      Male 
19 19 %  
 
 
 
 
         36 
Poultry firm has been made 8 6 14 14 % 
Resident has been reappeared  2 1 3 3 % 
Sending Wife to enhance family 
income 
0 0 0 0 % 
Children have been sent to 
school 
0 0 0 0 % 
Cow, goat, have been bought 
which enhance their income 
through agricultural activities. 
 
18 
 
20 
 
 
Female 
           
          38 
 
38 % 
 
 
 
 
 
64 
Poultry firm has been made 10 8 18 18 % 
Resident has been reappeared  
 
0 0 0 0 % 
Sending husband to enhance 
family income 
1 5 6 6 % 
Children have been sent to 
school 
1 1 2 2 % 
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Total 50 50  100 100% 100 
 
    Table 05: Improvement of situation 
Conditions 
 
BRAC ASA Respondents Number of 
Respondents 
    % Total  
Respondents 
Economic sufficiency  10 6  
 
 
 
      
       Male 
16 16 %  
 
 
 
 
44 
 
          
Improvement in the feeding 
system  
5 5 10 10 % 
Increment of commodities in shop 5 1 6 6 % 
Cultivation of land  2 0 2 2 % 
Access of educational facilities to 
children 
1 1 2 2 % 
Purchasing cow, goat etc.       5 3 8 8 % 
Repairing the resident  0 0 0 0 % 
Economic sufficiency      13      
16 
 
 
 
 
 
Female 
29   29 
% 
 
 
 
 
 
56 
Improvement in the feeding 
system  
2 2 4 4 % 
Increment of commodities in shop 1 6 7 7 % 
Cultivation of land  0 2 2 2 % 
Access of educational facilities to 
children 
1 1 2 2 % 
Purchasing cow, goat etc.  5 7 12 12 % 
Repairing the resident  0 0 0 0 % 
Total 50 50  100 100% 100 
 
 
           
 
 
 
 
 
 
 
 
          Table 06: Conditions of loans 
Conditions 
 
BRAC GB Respondents Number of 
Respondents 
    % Total  
Respondents 
To get loan every person 
must have a saving 
account to the NGOs  
10 12  
 
22 22 %  
 
52 
 
The loan must be used in 
the mentioned sector 
10 9  
     Male 
19   19 
% 
 
45 
          The way of utilization of 
loan should be such that 
they can repay it and make 
profit. 
2 2 4 4 % 
To get loan every person 
must have a saving 
account to the NGOs  
15 16  
 
 
 
Female 
31 31 %  
 
 
55 
 
 
The loan must be used in 
the mentioned sector 
12 8 20 20 % 
The way of utilization of 
loan should be such that 
they can repay it and make 
profit. 
1 3 4 4 % 
Total 50 50  100 100% 100 
 
              Table 07: Consultancy 
Answer  No. of  answer Percentage Total respondents 
Yes  85 85% 100 
No 15 15% 
Total  100 100% 100 
 
 The rationale of Yes as follows- 
Issues  BRAC ASA No. Of 
Respondents  
% Total 
Respondents 
Loan should be used in 
productive sector 
35 32 67 67 %  
 
 
      
      100 
To buy cow, goat etc.   5 7 12 12 % 
Proper utilization  of 
loan 
3 5 8 8 % 
Regular payment of 
premium  
6 6 12 12 % 
To provide educational 
facilities to the children 
1 0 1 1 % 
Total 50 50 100 100% 100 
 
            
          Table 08: Interest Rate 
Answer ASA GB  No. Of 
Respondents 
% Total  
Respondents  
Correctly Know 1 1  
Male 
2 2 %  
49 Incorrectly Know 15 12 27 27 % 
53 
 
Do not Know 10 10 20 20 %  
Correctly Know 0 0  
Female 
0 0 %  
51 
 
Incorrectly Know 15 15 30 30 % 
Do not Know 9 12 21 21 % 
Total 50 50 100 100 100 % 100 
 
                        Table 09: Problem in repayment Procedure 
Answer  No. of Answer Percentage  Total respondents  
Yes 85  85%  
100 No 15  15% 
Total 100 100%              100 
 
      These problems are,  
Problems ASA GB No. of  
respondents 
% Total 
respondents 
More interest rate  16 14 30 30 %  
 
     100 
More premium  15 15 30 30 % 
Weekly repayment system is 
tough  
15 18 33 33 % 
Less interest rate in saving  4 3 7 7 % 
Total 50 50 100 100%      100 
 
          
 
 
  
 
          
 
 
 
 
 
 
 
 
         Table 10:  recommendations of the respondents 
Recommendations ASA GB  No. of  
Respondents 
  % Total 
respondent
s 
The amount of the loan should be 5 5  10 10 %  
54 
 
increased   
 
 
 
 
Male 
 
      
 
 
47 
The number of premium should be 50 
weeks   
8 5 13 13 % 
The number of premium should be 45 
weeks   
1 1 2 2 % 
The rate of interest should be reduced    6 5 11 11 % 
The premium system should be 
monthly  
3 5 8 8 % 
The premium should be once in two 
week  
1 2 3 3 % 
The amount of the loan should be 
increased  
7 5  
 
 
 
 
Femal
e 
12 12 %          
 
 
 
53 
The number of premium should be 50 
weeks   
10 4 14 14 % 
The number of premium should be 45 
weeks   
0 1 1 1 % 
The rate of interest should be reduced    5 8 13 13 % 
The premium system should be 
monthly  
3 7 10 10 % 
The premium should be once in two 
week  
1 2 3 3 % 
Total 50 50  100 100
% 
100 
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